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Preface 


Ihe Furopean Comn Nn gave its approval on March 
610 a col ation which Commissioners Bange 
mann (1 | Pol ind Pandolfi (Industrial Policy) 
descril Lica ms how the Community s ele 
tro ind comput ndustry 18 faring compared with its 
hapa ind American rivals and propose practical 
eps | make good the shortcomings and give the 
industry the punch it needs to face up to international 

an | nintl , il SCCLOT 


During a pr nferen in Brussels on March J¢ 
Fillipo Maria Pandolti explained that the idea was not to 


’ 
chi p a sector-Dased poncy Dut to apply the whole 
gamut of EEC policies to the strategic fields of dota 
pr ssing and electronics. Mr. Pandolfi said that the 
ommunications purpose 1s to propose an updated 
S\ f measu ind guideline, to help the Commu 
ike a Digger impact on the world 
TT it k 
| t Ip locument features the Commission's 
inalys ! the situation and the steps it 1s recommending 
tO give a Doost to European companies and help them 
I maior aditficulti tne have been experi 
' ? | 4 
A. Introduction 
In N mb 90, the Commission adopted a com- 


munication on industrial policy.. While placing the main 


ponsiodilil mpr ng induStrial competitiveness 
firn +} { MMIcs ' nd ated that it was up to the 
p hy yn ) a inem vith i ar and 
predictat vork and outlook for their activities 
I} 1 ipproach adopted by the Commis 
} } 1 iIpp! ih tr { nc} hased ym th 
p + ¢ if nt re | i pas Xp qT] 1) OT 
Ind I i nel Ind on tn ral \dustria na 
] 1 fy) prepa qd LO tack 
It \ tI mportance ot the single market to 
. na ipl il itl ompetition rules 
il | na | nsul on the basis of a balance 
f yt iT Nigations. that npetitors markets al 
i [ i ( ] markel lr ts ndustria 
pe } nN ais mes Outinta ir of 
’ | ' 
D gf [ ' ud ne » 1 } 
I ld . such pol Sa garded 
, ( , nr ne , ne nd 
| | 
y [ tr? x ? , 
single | ) irk 
if [ No} nla ind ottensive ipproacn Nas a 
natural apy it Community's electronics and 


information technology (IT) industries. which are facings 


c ; ctr ra va. cImepr nrohlemc at nrecsent I} 
uf } nN a } 
. { } 1) } r (hese nd i ] 
tt . ! 1] ion Sawl ! iT 
? he , f _ ¢ ma 


dimension of the economy, a better supported approact 
could be b. sed on the following questions: do the actual 
conditions of competition allow European industry to b 
What policies a 


etrective approprial in ordel ( 


Stimulate our competitiveness 


:] 


§. These industries provide three main 


products and services: components,” which are the da 

of any electron equipment or system: Ccomputlel )] 
sisting of hardware, peripherals, software and office and 
industrial automation applications; and finally cor 
sumer electronics.” These are the industries which ar 


the subject of this Communication 


Other allied high-growth industries, e.g. the indus! 


which provide audiovisual services, telecommunical 


| 
equipment and services, and on-line data base set 
are not discussed in this communication. but may b 
covered by separate Communications 
4. Taken as a whole. these industries ha rlain spe 
cific features. contributing as they do towards t! 
pilation, creation, Communication and app 
something which may be regarded as a new 
namely intormatior 
T he Y are alread\ important Nn ' AT A } 
worldwide turnover of 0 billion Europea urre! 
units [ECU] in 1990 and a Community-wide turt 
ECUL/7S bilhon. Their rapid! xpanding markt! 
represents 5% of GDP and will be nearing ody U 
. 
vear 200 
However the, alse mstitute an intrastruct t] 
| ‘ } 
the “enab'ing” nature of the technologies d yped 
them. The closely interdependent group tormed by thes 
I ipid di ping new technolos DI } ! nara 
ware, software and application sysiems now 
virtually all economic and social activities. AS 
these industri ha imal part t Dia ny 
1 ness yf naust } 1 th qua | | . 
Da J Dud , i 
1} , pa ’ .r) ry pie . c ' derab 
TY if + i] ry att » *- + ASN sf TP 1 be ' ry 
tior 6 it | ‘ +t ik | < 
0] r | r ipp a T 
5 This mmunication has been written at a tin | 
Ty iT .¢ th dust! c 7 4.4? r ) 
} rop I} c tal ? fairs wis tora m9 C \ ; 
ry p } ’ iT | ’ \ . (1 mt v1 ’ fF =. 
+} ge ¢ , e +} } ‘ ‘ + #} 4,44 : ‘ 
tr ' cry ? ry mia jr ‘ } } 7 
} } ‘ \ 
ta a by } t n iT f ry ) } 
mr ' ,7 ? " ) ry mrveve ) ; 
> 
yh } | peal drrcty f bh ' , 
aT mn +} " ( , mk 
ri ry ? rt? \ , } , ; } 
austria ma all p } no ms | { 
mul S tronics and I] nat ! 
dict r} Kal " ‘ 
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ng time in Europe 


European industry must adapt its structure to the Con 
munit and WwW dg din nSiol Nut nis annot Dut De a 
ng and costly process 
13. In addition to these difficulties rooted in the past 
European indus faces the phenon { globaliza- 
tion. Increasingly exploited by the more powertul firms 
principa American and Japanese, it allows them to 
make up for certain gaps Das Kpertise, meet 
nstantly rising RATD S ind the § tening of 
pI Md UC I ind DC] | iT ] I nigi al | techno 
pica nnovation. Gilobdalizal iis iiows them to 
ida A 1d\ intagc 1 dilftel t a e Lil ndgitions OT 
the world mark I European tirms tacing tierce 
mmpetition nu \ liomest markets S 
pDecoming essential f nen vea\ omplex webs of 
cooperal n arrange! IS par©rt ilar by creating tect 
nological and comn al cooperation networks at both 
(Community and nationa For tl ( ommunils 
tnis ntext I § 0 | I ] I Nas 1 Da anced 
of 1< no - ga ; ? ' Dp \ ; i TS i 
iS Dp is 1s 
Il. The Causes of the Present Situation in This 
( ontext 
; lall isc’ I | cvclical 1 itul pepgin Ww tf 
i ‘ 1] < | | | I ic] | da 
{ 1OW ’ WII P aps ! IOV U 
tt} 1] it} ning iontothe ECL. With 
he depreciation of the yen and the dollar, competit 
[ S iT Amel in) } Gs I [ 
, [ he e [ 
Vi Structural, how higl 
, | ? < 
’ ’ to analvse 
] ] ‘ dg 
‘ , [ } , if c ; 
| I] 
: 
ct 


Demand 


he Community market has inherited a high degree of 
fragmentation ' h 


‘ 
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rOr the Same isons, Europ firms navy lol been abl allowed are becoming more ftlexib iT al sometimes 
I \] I network externalil effects nese effects eMaining less strict This stat ft alfairs facilitates or on 
appear when a users choice 1s influenced by the size of the contrary makes very difficult, depending on th 
ne | S ncerned or the total number of uSers of th nternal markets of tirms, their simultaneous presence o1 
products he wishes to buy the distribution of their products throughout the world 
The same applies to the concentration and vertical 
- ™ : KS ul 1c sata diin ! y DECOM apt . ntegration PACTITLICS tlered to (nel 
| iS Sunil ated 1 pl < but i! ked I tne ditticulty 
nverting existing hardware. a wide range of compat- IY. Similarly. in view of the considerable volume of 
Die products or services, and the life of the networks investments in RATD and production capacity 
[he segmentation of the Community market has financing conditions militate against the IT and eles 
stricted the size Of networks and the number of users tronics industries in Europe. In contrast to the United 
for Eur pean Tl S States the financial svStem 1S reluctant to nvest n 
' | Start-ups. In contrast to Japan, the cost of financing 
i [ | r I dt . pn Cy | ? pI pri lal \ Standards ana R& | ~D and capac ity investment 1c high . } urope al re 
m< , Sed 1 real ipl ve national deman access to tinan ldt TCSOUTCES 18 gifficult n the case of 
Sa hand ap al a time when i uropean firms long-term or high-risk operations This allows lapanest 
Ml nl mmandged sult nly large Markels firms to devise a long-term dev iment Strategy and 
{ r Standa ds al Dp ged t »cl ange Opel nvest alt lower cost 
] isvstems. This essentia nange 18 Called Tor 
isers but it does have the effect of eroding Europear : Availability of skilled staff. Rapid technologica 
pul radware manutacturers profit Margins since advances have made tl European IT and ecu S 
Acts | pen svsten i mor npetitive. It ndustry heavy dependent on hig! Sk Stall will 
lf SI . lf gd and new genera Stal f-the-art knowledgs How I lf at I 
nn na { i i ] . lita T iTKCL If Alt I | I ug! t N il 1! SCdl [ Ts 
Japan trains & gineers ras compared wit 
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vertical integration 
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has led to beneficial results for certain American groups, 
notably IBM, which were large enough to guarantee 
Sufficient outlets within the enterprise. In Japan, vertical 
integration has succeeded since component productior 
by consumer electronics or IT firms was oriented 
towards the export market, regardless of the cost. Groups 
such as Toshiba, Hitachi, NEC and Fujitsu belong to the 
top ten companies in the world in two and sometimes 
three segments of the components-IT-consumer elec- 
tronics chain simultaneously. Inadequate integration in 
European tirms, in relation to their American and Jap- 
anese competitors, 1s a handicap, particularly as far as 
components are concerned 


Although there is plenty of cooperation on precompeti- 
tive research in Europe, cooperation arrangements or the 
development of new products are all too few and far 
between. For certain products such as memories, liquid- 
crystal displays (or HDTV), they are or will become 
indispensable, in view of the human, technological and 
financial resources which can only be mobilized on a 


European scale 





Finally, the structure of the European productive fabric 
also has gaps in it as far as relations between manufac- 
turers and users are concerned. which 1s a hindrance 
notably for start-ups and in complementary arrange- 
ments between large and small companies. Such rela- 
tions exist in software and applications - where European 
competitiveness is high - but are generally insufficiently 


] 
dev Cit ped 


European Business Strategy 


22. With the exception of precompetitive R&D, the 
industrial strategy of Community firms has failed to take 
sufficient account of the Community dimension and long- 
term prospects. Opportunities for cooperation with Com- 
munity and international partners have not been fully 


val ad 
pit CU 


As regards innovation and production, Eur 

pean tirms have tailed to take full advantage ot the 
ypportunities for cooperation created by the major Com 
munity technology programmes and have not put long- 
enough. In this 
xt. we should consider whether R&TD policy has 


, yohal ~w1eEcK 1 > parh 
rm giovdal Strategies in piace eCa4&y 


been too limited to the precompetitive area. It has 
however been Commission policy up to now to leave 
irket research to the companies themselves so as 
ntain the incentive for them to compete through 
f firms must Simultaneously sustain thei 
RATD efforts and capacit nvestments. manage the 
I . aa is both the ¢ mm tv and world markets 
issimilat ne ma nternal and ex nal Stru 
g operations which tl must Ca ut. while losing 
finding a place on the most promising and 
' 1 narket segments xy} nh ma ha et 1 
p noherals. micr mp Sand portables This 
U ‘ dg andl linal 1| YOU Swi nt il 


externally, as the financial system in most Member 
States 18 not properly geared to financing long-term or 
high-risk Operations 


The European I? and electronics industry's R&TD 
investment capaci'y needs are considerable. In the recent 
past European firms have made great efforts: on average 
they spend as much as their American or Japanese 
competitors in relation to their turnover (Some 9.5% and 
8.0% of sales are spent on RA&TD and capacity invest- 
ment respectively). The financial resources to be mobi- 
lized for the seven largest European firms amounted to 
around ECU 14 billion in 1989. Despite these efforts and 
taking account of their relatively small size, these 
resources are still lower than the investment expenditure 
of the six largest Japanese firms (ECU22 billion) and 
seven largest American firms (ECU 20 billion). 

23. European firms have a high-quality technological 
base, but fail to bring enough innovative products onto the 
market quickly enough. There is a shortage of new firms 
in Europe. especially small ones, to exploit the new 
market Openings which are constantly arising through 
rapid technological development. There are three rea- 
sons behind this: the first 1s the hesitant market. The 
second concerns finance: firms have insufficient finan- 
cial resources and banks are reluctant to take risks. The 
third results in particular from the shortage of skilled 
Staff in systems management 


Ihe inequality of competition conditions is accentuated by 
public authority involvement 

24. The structural characteristics of the IT and elec- 
tronics market described above (substantial economies 
of scale and learning, high entry and exit costs) lead the 
most powerful firms to acquire dominant positions, 
build barriers to entry, form cartels or closely control the 
use of certain technologies, subcontracting networks and 
distribution systems. In addition to these imperfections 
of the market, various failures of the competition mech- 
anisms appear: external effects between activities or 
geographical areas, public facilities, especially R&TD 
private production 1s insufficient and information 
incomplete or unbalanced. These failures call for infor- 
oordination and stimulation functions which 


A her Cc 


the pricing system alone, however ‘perfect’ it may be, 
provide 

These impertections and failures of the market mecha- 
sms, and also the economic and social importance of 


ics industries have encouraged the 
public authorities of the major economic zones to pledge 


istry and provide it with a competitive 


>S._ Inthe UL nited States the public authorities have taken 


part in an intense debate on maintaining American 
technological supremacy using national security as the 
nain pretext. and have widened their range of economic 
po nstruments. The involvement of the public 
jul! has taken on various forms 








Massive orders for hi-tech equipment are being placed 
by various departments and agencies (in particular the 
Department of Defense), and expensive R&D pro 
grammes, backed up by the creation of university net- 
works, are underway. The implementation of competi- 
tion laws has been watered down. Special procedures 
apply in certain sectors with regard to foreign firms 
Carrying Out their activities in the U.S. The implemen- 
tation of the “Buy American Act” enables preferential 
treatment to be given to American firms 


Discrimination against American firms of foreign origin 
as regards R&TD 1s being practised by the Department 
of Defense, and Sematech is one example here. As 
negotiations stand at present, the GATT [General Agree 
ment on Tariffs and Trade] rules are applied in a 
Selective fashion 


Pilateral pressures (Super 301) to obtain reciprocity 
based on the 1988 Omnibus Trade and Competitiveness 
Act, aim to allow American firms to penetrate third 
countries’ markets, under threat of unilateral retaliatorn 
measures (the Community has heen designated a “prior- 
ity country” for telecommunications),; at the same time 
the U.S 
| 


trading partners which would like to see reciprocal 


is calling tor “national treatment” trom its 


Opening-up of the markets 


26. In Japan, the policy of the public authorities 15 based 
’ 
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development programmes (such as the ten-year “Subm- 


cron Process Technology Development” programme in 


Taiwan) and an intensiv¢ 


28. The Member States have all developed their own 
R&TD policies accompanied by different instruments 
and have launched numerous national and in.ernational 
initiatives (such as the European Spa Agency, the 
Eureka initiative and aeronautical ard military cooper 


ation projects) 


The Community, so far with very limited powers in the 


field of defence, has concentrated on the completion of 


1d. A Community Approact 


| \ Reference Fr 


imework 
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Ip action to increase productivity, modify their 
yperating and distribution structures, anticipate techno- 
is and client needs, pool their efforts 
and become mor mplementary in certain fields, and 
s on a European and world scale, while 


Dserving Community competition rules 





lf tirms can make a clear and unequivocal commitment 

s of this kind, supported by the new market 
with the rules of competi- 
or the Member States, 
to help create a 
n, taking into account in 


and electronics tor the 


S dl accordance 
(Communit, 
ot subsidiarity 


nip 
eae 


favourab vironment tor ther 
T 
I 


k up firms initiatives, the Community 
n interest betore making pro- 
be taken in this field. One 
“« firms to have access to the markets 
stment and technologies. The comple- 
narket 1s an essential contribution to 
need time to take advantage of all the 
rs. This may not be enough, how 

xt of the ove towards global markets 
nies of scale, production geared to 

and elec- 
singly inclined to manufacture 

spot, so as to take advantage of the 

ket and the special relations with 

Access to the markets must include 

possibility for direct investment and exports in all 


rk has become essential. I] 


‘ r thy oo 


expansion of European 
have access to technology. Indeed 
t be achieved without it and 
ducts incorporating technology 
trade, the growing interdepen- 
the increasingly hot pace of the 
This apples primarily to 
salistactory access tO COMPpo- 


inue to place innovatory 


ndissociable trom access 


nvolves mastery of tech- 
nay be unrelated to a firm's 
ie type of RA TD work 


in which it dissem- 
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pe and the way 
tside. This means that the risk 
es of supply. especially in 


d by the Community's 


is 1 leal with that eventu- 





the bulk of their activities taking place in Europe do not 
enjoy the same advantages as their Competitors on their 
national markets, and face imperfections in the system 
of competition or failures of market mechanisms at 
international level 


lt 1s against this background that the Commission ts 
proposing Community action to help firms through the 
adjustment process which they are facing, and help them 
meet customer needs, without taking artificial measures 
to support them 


II. Proposals for Action 


There are tive proposals altogether, relating to demand, 
technology, training, external relations and the business 
environment 


Demand 


32. The creation of trans-European networks, as advo- 
cated by the Commission, incorporating harmonized 
telecommunications services, will considerably Slimu- 


late the demand for IT and electronic equipment.'” 


33. Computerized telecommunications links between 
administrations must be set up as quickly as possible and 
a high level of interoperability of information systems 
achieved, while respecting human rights, in order to 
speed up integration of the European market. Prepara- 
tory RATD activities are planned under the third frame- 
work programme (1990-94) 


34. This action must be accompanied by the launch of 
projects designed to modernize or create, with the help 
of computerized telecommunications, infrastructures in 
the fields of distance learning, transport, public health 
and the environment. Another project might relate to the 
gradual introduction of broadband services networks 
into the Community, in particular by the implementa- 
tion of an international pilot project for a broadband 
network between research centres. Projects relating to a 
pan-European high-definition television service could 
lso be studied and business applications found 


These infrastructures for meeting user requirements will 
necessitate substantial investments in the Member States 
over the next ten years. These investments will be all the 
more profitable and effective if they can draw on full- 
scale Community-wide trials 


The Community's role will be limited to providing the 
necessary impetus and coherence, helping to define 
overall projects, coordination—especially for the 
exchange of results—and taking the general measures for 
which it 1s responsible, for instance harmonization of 
architecture and protocols. The investment necessary to 
implement projects drawn up and prepared in this way 
to be largely financed by the parties concerned, 
rule out Community 
notably through the use of the appropriate 


financial engineering mechanisms 


will have 
although this does not necessarils 


support 
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ypected to be increased by a tactor of LOOO by ihe end 
Ot the 


horizons to applications for new users, This represents a 


entury, This will revolutionize the field and open 


major challenge in software, Once the comple sottwar 
problems have been overcome, there should be rapid 
Nn many trelds. such as simulation. fore 


casting and optimizahion inp manutacturing industry 
environment and meteorology. A project: lasting ten 
years will probably be needed to master this new 
approach and all its implications. A preparatory phase is 
planned under the new programme on ITT within the 
third Framework Programm 


For telecommunications. | the growing 


demand tor improved user triendliness, better economi 


respond LO 
return, faster response times and increasing treedom of 
choice and flexibility in integration of services. This 
should be achieved by the development “intelligent 
networks, integration of flexible services, and the exten 
sion of multitasking Capabilities to create o1 Improve 
telecommunications networks while safeguarding data 
Integrity and security. The objective would be to achiev 
response times and performance comparable to what 1s 
obtained today in companies’ local area networks. Int 
grated broadband network technology provides both the 
capacity and the generic intelligence to respond to thes 
user needs. Satistving user demands | quires a sustained 
effort of mobilizing and integrating technology and 
advancing international standardization at a rapid pac 
Second-generation efforts should concentrate on th 
systematic development and validation of modular star 
dardization of common parts of services enabling open 


service implementations to evolve with demand 


| raining 


39) The Community urgently needs to train resear 
screntuustS and engineer apabl t developing and 
making maximum use of the new tintormation technolo 


gies, Where new generations al stantly emerging 


Multidiscrplinary training leads s could b iunched 
or stepped up. They would be targeted at training staff 


and at staff engaged in production and management tn 


firms using and supplying mputerized telecommun 

ations products and sery lraining activits should 
also be developed to promote new torms of business 
management, integrating mputer applications and 
advan ed I | MmMmMul ations In new management ind 
production systems 

The Commission, in its communications to the Council 
on trans-European networks, has already proposed spi 

cific measures oO cational tramung Ihe RATD 
framework programme for 1990-94 also includes ar 
entire specific programme devoted to developing humat 
capital and promoting the mobility of research scientists 
The Commission has also been involved for a number of 
vears, notably since 1986. in the development of highl 

' 


specialized programmes and initiatives on initial anc 


continuing raining yr) A technologies su 


COMETT. FORCE and EUROFORM 





Network 


mcdustrial 


YE CACCTIONE composed ot both academic and 

arch teams, geographically distributed 
throughout the Community, will continue to be set up in 
order to provide a critical mass of complementary 
knowledge ay VDCTUIS 


“ADCTISIVG TCSOUTE 


and help to share limited and 


Kvternal Relations 


10. [he Community ¢ 


n help to sustain a competitive 
adopting a 


trade policy based on the following six objectives 


Community electronics and TT industry by 


maintenance of an open, multilateral international 


trade system 

the improvement of access to the markets of the main 
trading partners in electronics and IT (notably the 
United Stat lapan and South Korea) 


stablishment of fair competition ino international 


support tor scientific, technojogical, industrial and 
ommercial « peration in the international arena 

continuing integration of European markets by 
means of new agreements with EFTA and East Euro 


pedn COUNTIES 


economic restructuring aid for the East European 


41. The electronics and TT industries are directly con- 
cerned by the Uruguay Round of multilateral negotia- 
tions, and saustactory conclusion could make an 
Important contribution to the achievement of the first 


Iwo ( hrectives 


Phe Uruguay Round “market access” negotiations are 
especially important for semiconductors and consumer 
electronics. Inconsistencies in the present tariff structure 
place the Community's 
processing industries at a competitive disadvantage 
Within the 
the Commission will attempt to iron out these inconsis- 


for semiconductors are lable 
onstraints of the current global negotiations, 


tencies, While taking into account the respective interests 


of community producers and users 

Qn consumer electronics. the Community has offered 

less substantial taritf reductions to its trading partners 

on certain products. In addition, the Commission will 

insist On the need to remove the numerous non-tariff 

barriers which hinder imports of consumer electronic 
ur partners (in particular Japan) 


VOOdS tO some of 


IS paving close attention to the possi- 
bility of the renewal of the bilateral agreement on semi- 
L'nited States and Japan which 


lhe Commun 


conduc tors Detween the 


has important du implications for all the Commu- 
nity’s electronics and IT industry. The Commission will 
not hesita take action - as it did when the original 











agreement was concluded, by calling fora GATT Panel 
if the new agreement contains provisions which may be 
against the interests of the Community electronics and 
IT industries 


Moreover, in view of the damaging instability of supply 
prices On the world components market, the Commis- 
sion believes that the OECD should be asked to set up a 
new consultative forum on semiconductors 


42. The commission will seek to ensure equitable condi- 
tions of competition and market access for both products 
and technologies at world level. As international compe- 
tition intensifies and as markets become global, the fact 
that all companies competing in the world market are 
not operating under the same conditions of competition 
may Cause particular problems for specific markets and 
products such as those in electronics 


For example, very large companies may use their exten- 
sive range of activities in the electronics sector to cross- 
subsidize certain products and activities and seek to gain 
market shares by undercutting their competitors. Simi- 
larly, in this sector, a high degree of vertical integration 
and the acquisition or existence of dominant positions 
could give rise to abuses in particular market segments. 
such as discriminatory practices, predatory pricing or 
refusal to supply. In the Community. if such practices 
were proved, they would be subject to the prohibition of 
Articles 85 and 86. The Community must insist that its 
competitors and the public refrain from such practices 
and that the public authorities put in place an efficient 
system to prevent such abuses. The response to external 
competitive pressures must be to secure a Situation in 
which Europe's competitors refrain from unfair practices 
in their own or third country markets, not to modify the 
application of the rules in the Community. Competition 
policy strengthens European companies and 1s not a 
luxury to be discarded when there is competition from 
outside. New Community measures to control concen- 
trations have an important part to play 


The Commission will investigate the existence of such 


practices among the Community's main competitors. If 


abuses and unfair practices can be shown to exist 
pressure will be brought to bear on the relevant author- 
ities. Identification of specific obstacles to fair competi- 
tion followed by pressure on the public authorities has 
brought positive results in other sectors. For example, as 
a result of Community pressure, access has been granted 
to the Tokyo Stock Exchange. Partly as a reaction to 
international criticism, Japanese competition policy 1s 
being reformed and strengthened. The Japanese and US 
authorities must be pressurized to go further in this 
direction so as to bring about a situation where the main 
international trading partners can operate under roughly 
equivalent competition rules 


43. While meeting its international obligations, the 
Community will have to fall back. where necessary. on 
Its customs regulations (temporary suspension of the 
autonomous duties of the common customs tariff) and 
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its trade policy instruments (Such as anti-dumping mea 
Sures and customs duties). In any event, the anti 
dumping procedure can only be considered as a last 
resort. For this reason it is necessary to maintain detailed 
Statistics and use all available bilateral and multilateral 
consultative fora in order to anticipate and avoid those 
Situations which could result in the Community having 
no other choice than to take anti-dumping measures 


The Community applied the anti-dumping regulations to 
several electronics and IT products in the period 1985- 
90: semiconductors, photocopiers, printers 
recorders and television receivers. It seems that the 
effects of anti-dumping measures can vary, Owing to the 
peculiarities of the markets for these products and the 
controversial impact of these measures On consumers 
and the industries which use components 


video 


In any event, application of Article 115 will not be 
possible at the intra-Community borders once the 
internal market has been completed 


44. In the search for a balance between international 
cooperation and technological independence. firms 
should take responsibility for their strategic choices in 
this area, while the public authorities have the important 
role of providing appropriate frameworks for trade and 
cooperation 


45. The Community, in close collaboration with the 
industrialists concerned, has already taken part in inter- 
national cooperation, for example in the field of stan- 
dardization. Other opportunities are now emerging. such 
as the project for a programme on intelligent manuta 

turing systems (IMS). A number of areas of technological 
cooperation are currently being explored with American 
Organizations. The Community itself should also seize 
the initiative in launching scientific cooperation pro 
grammes 


46. The Community will continue current negotiations 
with the EFTA countries with a view to creating a 
European economic area. The huge market which will be 
created in this way will offer fresh growth opportunities 
for the electronics and IT industries 


47. The Community must face up to its responsibilities 
vis-a-vis the Central and Eastern European countries 
and help them to bridge the technology gap and make 
good their inadequate infrastructure, especially in tel 
communications. In time these countries will offer new 
opportunities and prospects for industrial cooperation 
Their needs are very considerable: their production 
system must be adapted or changed and IT has a central 
part to play in their efforts to catch up 


The Business Environment 


48. The implementation of the concept of industria 
policy also calls for further measures in the field of 
electronics and IT designed to create a healthy business 


environment 
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SY. Improving financing systems. Given the 
financing systems tor tirms which are capital-intensive and 
require high R&TD expenditure, the public authorities 


importance ol 


Should hold discussions with banks and financial institu 
tions On ways in which risk capital could be employed in 


conjunction with taxation measures 


I raining schemes tor statt in the banking sector encom 
passing both the financial side and computerized sys 


tems applications should also be looked into 


SO. Faster standardization and integration of standards 
into products (hardware and software). Since 
European firms are 
finding it increasingly difficult and costly to manage the 


products 


now become obsolete so rapidly 


evolution of standards. Ways of speeding up the proce 
dures for drawing up standards, especially those relating 
to software, should be studied with European and 


national standards institutes 


European industry must also build new standards into its 
products and systems more quickly, like its foreign 
competitors, so as to derive maximum benefit from such 





standards, and must play an active role in the European 


foreign and international standards bodies 


S|. Closer involvement of the development of electronics 
and II in the introduction of structural policies. The 
contribution to the 


dey lopment of the less prosperous regions hy pro 


Structural Funds make a significant 


moting the infrastructure for technology transfer, the 
dissemination and exploitation of research results, and 
the launching of training schemes in science, technology 
and management. These measures are among the prior 
stablished, for each of the Com 
munity § less-favoured areas, within the Community 


Support tramework. In addition to these measures. the 


( niss has adopted a series of Community initia 

tives such as STRIDE, STAR, TELEMATIQUE and 

PRISM These initiatives help | reate an environ 

ment that favours the development and dissemination of 

new | nt pies init S sp } sinesses_1n 
S QIO! hese § ra sures Should con 

be Detter targeted wh ssa speciall 
I S WSadvantaged a ! 


52. Developing infrastructure for cooperation. The dia 
hot , t} inl , QI Ips ’ . _ cic 1 by 


, | [ ral ns |} [ i] ! [ at" | NMI 
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The progressive integration into components of the 
functions contained in information and communication 
systems requires an improvement in cooperation 
between semiconductor manutacturers and users 


The Commission will continue its efforts to facilitate the 


formation of such cooperative partnerships \ 


53. This communication 1s intended to serve as back- 
ground for a debate with the Member States, the Euro- 
pean Parliament, the Economic and Social Committee as 
well as the industries, manufacturers and users con- 
cerned, in order to analyse the situation as perceived by 
the Commission and discuss the action to be iaken 


This should enable the Commission to enter into fruitful 
dialogue with industry, users and investors, in order to 
assess the situation in greater depth from a dynamic per- 
spective and to identify conditions for a long-term recovery, 
while respecting the roles of the parties concerned 


Footnotes | 


|. Commission communication on industrial policy in 
an open and competitive environment (COM(90)556) 


» | 


Components: passive components, active components 
including memories, microprocessors, microcontrollers, 
application-specific integrated circuits (ASICs), etc 


}. Computers: 


hardware. portables, microcomputers, minicom- 
puters, work stations, mainframes, network equip- 
ment, etc. and peripherals: printers, discs, screens, 


ek 


ffware. packages and applications, information sys- 
tems, systems engineering and services, etc 


ffice automation. photocopiers, facsimile machines, 
dedicated terminals, etc. and industrial automation 
numerically-controlled machine tools, robots, sen- 
sors, computer-aided design, manufacturing and 
management. computer-integrated manufacturing 


SvSstems. et 


4. Consumer electronics: TV, video tape recorders, video 


ameras. \ideodisc players, compact disc players, etc 
S 8 ia 
It should be noted that American and Japanese 
Ipanies at ss value added per employee in 
Furope than in their domestic markets 
S particular M. E. Porter The Competitive 


dv; ' Harvard Business Review 
March-Apr 90 and The Free Press, New York, 1990 











$8. European demand 1s estimated to be two to three years 
behind the American and Japanese markets and 1s reluc 
lant to buy until new innovative products spread onto 
external markets 


Y. The financial costs tor RA TD in Japan are substan 
tially less than in Europe. A recent study published by 
the Federal Reserve Bank of New York shows thal, in the 
medium term, costs may vary by up to 10 percentage 
points. Long-term investments made by Japan simulta 
neously on a! fronts are colossal and their origin cannot 
in any way be explained by 
domestic or external markets. Furthermore, in Japan the 
major groups are concentrated around a bank which 
participates directly in strategic development decisions 


profit margins on the 
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and their tinancing. Access to financial resources 1s 
therefore secure and not dependent on the firms’ short 


term protits 


10. ** Towards trans-European networks - for a Commu 
nity action programme’ (COM(90)585 final) 


11. Proposal tor a specific programme on the develop 
ment of telematics systems in areas of general interest 
|2. “Towards trans-European networks: Objectives and 
possible applications” (COM(89)643 of 18 December 
1989) and “Towards trans-European networks - for a 
Community action programme” (COM(90)585 of 5 
December 1990) 
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